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STUDIES OF LAND VALUES IN IOWA. 

O. G. Lloyd, 
Iowa State College, Ames. 

During the past year it is probable that the average Iowa farm has 
advanced approximately $16,000. This added capitalization at 5 
percent is $800, the additional sum a farmer must receive from now 
on to get pay for his labor. ' 

The purpose of this paper is to offer some of the reasons for Iowa 
farm land selling at its present prices. Most of the data were ob- 
tained from farm management surveys, farm business records and 
questionnaires sent to farmers, other business men, and county agents. 
The two methods followed are first, to collect the facts and interpret 
them according to approved methods and second to obtain the opin- 
ions direct and compare the results. 

A study of land values includes prices of land, terms of purchase, 
prices of farm products, and a study of the profits of farming, etc. 

A. The Price of Land and Terms of Purchase. 

I. Advance in the Price of Land. — Table I shows the advance in 
the price of Iowa farm land from 1850 to March i, 1920. 







Table I. 




Year. 


Price per Acre. 


Advance per Acre. | Percentage Increase, 


1850' ... 

i860 

1870 

1880 

1890 

1900 

I910 

I920«, 


$ 6.09 
1 1. 91 
20.21 
22.92 
28.13 

43-31 

96.00 

255.00 


$ .... 
S.82 
8.30 
2.71 
5-21 

15-18 
52.69 

159.00 


95-6 
69.7 

13-4 
22.7 

54-0 
121. 7 
165.6 



These data are taken from the census except for March i, 1920. 
This figure is taken from reports from the Bureau of Crop Estimates. 



^ Federal Census. 

* Bureau of Crop Estimates. 
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B. Terms of Purchase. 

Table II shows the price per acre, total value and payments on 
farms for the years 1917 and 1919. 

Table II. 



! 


Price per 
Acre. 


Total 
Value. 


Percentage. 


Year. 


Paid Down ■ „ , 
on Contract. ^"<^^ «t. 


First 
Mortgage. 


Second 
Mortgage. 


191 7 


32II 
303 
373 


331.778 
43.469 
50.742 


3.2 
3.2 
3.1 


32.0 
31.9 
31.7 


41.0 
31.8 
42.9 


23.8 
33-1 
22.3 


1919 (Apr., May, June) 
1919 Quly, Aug., Sept.) 



These data came from one of the most fertile spots in Iowa and are 
typical of farm sales. It should be noted that the percent paid down 
on contract and on March i were as large during the summer of 1919 
as in the previous periods. 

Table III gives the time and rate of interest for the years 1917 
and 1919. 

Table III. 



Year. 


First Mortgage. 


Second, Third and Fourth 
Mortgage. 




Years. 


Rate. 


Years. 


Rate. 


1017 


7.6 




8.1 
6.4/ '-5 




1919 (Apr., May, June) 

1919 (July, Aug., Sept.) ..... 



The time and rate of interest given when farms were exchanging 
most rapidly were no better than in previous periods. Both tables 
show that terms of purchase were not one of the principal causes for 
the advance in the price of land. While these terms of purchase 
were easy and no doubt promoted the sale of land, they were not 
more easy than those given early in the year and in 191 7. 



C. Earning Power of Land. 

I. Correlation of the Prices of Farm Products and Farm Land. — 
Table IV shows a correlation of an index number of crops and live- 
stock prices with an index number of the price of Iowa land. 
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Table IV. 
(100 = average S- years 1910-1914.) 

Year. U. S. Prices ol Crops Price of Iowa 

(Aug. 15th). and Livestock Farm Lard. 

I9I9 234.3 239.3 

I918 2I4.I 137.0 

1917 178.3 124-5 

1916 I2I.2 I20.I 

1915 loi.S 1157 

In 1915 and in August 15, 1919, the land price index exceeded the 
U. S. prices of crops and livestock. ' In those years land had been 
capitalized at more than the prices of farm products current at the 
time. 

Table V shows the labor income and landlord's percent on invest- 
ment on Iowa farms. 

Table V. 

Landlord's Percent, on 
Year. Labor Income. Investment. 

1918 $2,656 4.07 

1917 3,285 4-34 

1916 1,659 3-12 

191S •• •• • • 370 3-95 

1913 303 2.48 

The data for 1913 and 1915 are taken from surveys of 965 and 832 
farms respectively. About fifty farms were selected from the two 
surveys and these furnish the data for the years 1916, 1917, and 1918. 
The selected farms are better organized and more efficiently managed 
than the average farm. 

D. Purchasing Power of Farm Owners. 
Table VI shows the net worth of 204 farmers who reported in 1914. 

Table VI. 

Years Owner. Age of Operator. Net Worth. 

3 38 21,170 

7 • 43 29,121 

12 46 38,631 

25 55 50,679 

In recent years farmers have accumulated net worth more rapidly. 
This is largely explained by the more rapid advance in the price of 
land in recent years. In 1916 a survey of 345 owner farmers in 
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southern Iowa showed an average net worth of about $20,000 at the 
age of 49. Representative data from different parts of Iowa for 
March i, 1919, gave an average net worth of about $39,000 at 46 
years of age. It is safe to assume that the average owner operator 
had a net worth of approximately $40,000 as a basis for buying land 
during the past summer. Without drawing on this principal he had 
an available annual income of about $3,000 to pay living expenses, 
and buy land. 

The data presented indicate one of two things. First that buyers 
of land were thinking in terms of the prices of farm products current 
at the time. Second, that regardless of land paying its way they 
could afford to pay the price for other reasons. 

E. Results of Questionnaire. 

I. A questionnaire was sent to every county agent in Iowa. About 
half of them reported the conditions in their counties. They reported 
that about 40 percent of the farm purchases during the summer were 
purely speculative, leaving 60 percent for farming purposes. 

The five principal causes for the advance in the price of land are : 

1. Speculation. 

2. Prices of food products. 

3. Returns high compared with other places. 

4. Home. 

5. Never lost on investment. 

Two thirds reported that the price was "justified and 80 percent 
reported that land is as high now as August 15, but is quiet. 

II. The county agent was requested also to hand a questionnaire 
to an experienced farmer who had bought land during the summer. 
These farmers had a net worth of over $34,000 at 41 years of age. 
This past summer they paid $275 per acre for land and bought farms 
which averaged 242 acres. 

i These are the six principal reasons they gave for buying land at 
that price : 

1. Close to town, school, church, market, a home. 

2. Land will pay a fair rate of interest. 

3. Fertile farm. 

4. Good investment. 

5. Needed more land to keep boys on farm. 

6. Speculation. 

It should be' noted that a farm owner is a bull on the market. 
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Whether his land is for sale or not he is generally optimistic that the 
price will maintain or go higher. The county agents put speculation 
as the first cause for the advance in the price of land, the farmers 
placed five other causes as more importaht. 

F. Interviews v/ith Bankers and Farmers. 

Generally speaking bankers and farmers were optimistic that the 
price of land would be maintained or would advance. They believed 
that present prices for farm products will continue for a few years. 
They thought it unwise, however, for a man to buy a farm at present 
prices iinless he had approximately one third or more of the pur- 
chase price. 

The following interview is typical of 5 percent of Iowa's most suc- 
cessful farmers. This man is 41 years of age. Although according 
to his own statement he has never inherited wealth, last March he was 
worth $100,000 and he estimates 75 percent of it has been made in 
farming. He had only a common school education, rented 11 years 
and has owned land 6 years. 

" If one-fourth the present prices of 'farm products were taken off, this land 
produces enough to be worth $400 per acre. This land is only producing one 
half of what it is capable of producing. Last year I sold 26 carloads of lambs, 
hogs and cattle from a 240-acre farm by buying only 2,300 bushels of corn. 
Fifteen carkiads were lambs but they increased 23 lbs. per head. The farm 
has produced $75 per acre per year the past three years. One field that has 
been corned for six consecutive years is producing an 8o-bushel corn crop this 
year. Rape has been sown in the corn every year and lambs and hogs have 
harvested the crops." 

" At least 75 percent of the buyers here this summer have been farmers who 
bought to keep the farm. Three years ago 160 acres of this 240-acre farm 
was bought at .$300 per acre, a big price at that time. I was jeered by friends 
for paying too much for the land. This summer this 160 was sold for $600 
per acre or $96,000 with a cash payment of $25,000 and fair terms on the bal- 
ance. I was jeered again for taking advantage of the party to whom I sold 
the farm. To quiet those who jeered me, I offered $1,000 to any one present 
if the farm could be bought at $700 per acre. The farm has not been resold. 
I offered the wager of $5,000 that farm land in this county within ten years 
will sell for $1,000 per acre." 



